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It is a source of pride and inspiration that your Company’s
operating record from the beginning is largely a series of
new annual records. The fiscal year ended December 31, 1948,
was no exception. The year topped all others in volume of
business, construction of Food Fair supermarkets, wages and
salaries paid employes, and dividend payments to stock-
holders.

SALES

Our sales for the 53 weeks ended December 31, 1948, were
$142,035,602, or 16.47 per cent above the previous record high
sales of $121,765,206 for the 52 weeks ended December 27,
1947. Last year’s volume was 5.8 times total sales of a
decade ago.

It is gratifying that we have maintained our position of
leadership among the country’
measured by per store sales. Average retail sales per store in
1948 exceeded $1,100,000, caleulated on the basis of the 106
supermarkets in operation at the close of the year. These
units include several added late in the year.

EARNINGS

Profit margins in the retail food business in 1948 continued
to recede from the abnormally high level they had reached
in 1946. Our net income per dollar of sales amounted to 1.92
cents last year, compared with 2.33 cents in 1947 and with
3.60 cents in 1946.

Net income for 1948 was $2,732,895 after all charges in-
cluding federal and state taxes on income. This covered divi-
dend requirements on the $2.50 cumulative preferred stock
25.17 times.

As in 1947, the number of shares of common stock out-
standing increased in 1948 largely through the payment of a
special ‘dividend in stock and partly through the exercise of
stock purchase options. Most of the increase took place in
December.

s major retail food chains, as

Based on the 1.747.665 average number of shares out-
standing during the year, net income in 1948 was equal after
preferred dividend requirements to $1.50 per common share.
Calculated on the 1.842,769 shares outstanding on December
31, 1948, it was equal to §1.42 per common share.

Net income earned after all charges and taxes in 1947 was
$2.846,347. This was equal to $1.67 per share on the 1,640,051
average number of shares of common stock outstanding dur-
ing the year, and to $1.58 per share on 1,730,109 shares of
common stock outstanding at the close of the year.
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one hundredth Food Fair supermarket. Another important
milestone was passed in that month when our chain of stores
was extended to Florida. At the close of the year two Food
Fair markets were in operation in Miami and one in Coral

Gables.

and still another on February 9.

Another was added in Miami on January 4, 1949,

Of significance, too, was the opening on October 20, 1948,
of the first of two Food Fair supermarkets at the New York
Life Insurance Company’s 3.000-suite building project at
Fresh Meadows, Long Island, New York.

is scheduled to be added there soon.

Our second unit
Food Fair is proud
to have been selected to provide two modern retail food
department stores at that modern residential colony.

Your Company during 1948 sold premises in which it
now operates eight supermarkets and one warehouse, and
entered into leases covering the premises for terms of approxi-
mately twenty-five years, exclusive of renewal options. We
have the option to purchase each of the premises, after the
tenth year, for a sum which decreases annually and is at
all times less than the price at which the premises were
sold. Seven of the nine properties were sold to large life
insurance companies. Two properties, including a Miami
warehouse, were acquired by The Pennsylvania Company for
Banking and Trusts, as trustee under your Company’s in-
centive bonus and retirement plan. The sale and re-renting
of such properties on favorable terms is designed to minimize
Food Fair’s real estate investments and to conserve liquid
resources for operation of the business.

Seven stores were completely remodeled during 1948.
Both the newly constructed and the remodeled supermarkets
have been contributing importantly to the increase in total
sales. Building developments are being studied constantly
with a view to acquiring supermarket sites in new, growing
Merchandising innovations are studied ecriti-
cally so that store operations can further be streamlined and

communities.

more efficient techniques adopted.
A coffee roasting plant capable of servicing the entire
chain of stores was installed in 1948 at our main Philadelphia

-3

), ‘ 0 C 42
m\\%%\\a a\ .\\m.\:; | —

1939 1940 1941 1942 1943 1944 1945

plant. To handle our expanding volume of business, 28,858
square feet of floor space were added during the year to our
executive office building in Philadelphia, thus increasing the
a3
T'he

new facilities include a cafeteria for employes which is

building’s floor space by approximately 50 per cent.

:apable of accommodating 550 persons during the luncheon
period. The cafeteria is operated on a non-profit basis and
is managed by a professional catering service which receives
a fee. It is designed to provide the highest quality food
at the lowest possible prices. This is accomplished by sup-
plying our Food Fair food at cost. Employes have received

the new facilities with enthusiasm.

NUMBER OF STORES

1946

1947

1948
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CONSOLIDATED STATEMENTS OF C \ &7/ Q mg
ool Tt JL6eS, I
P A-ND LTS SUBSIDIARY €EO0OMPANILES
53 Weeks Ended 52 Weeks Ended
December 31, 1948 December 27, 1947

_ R e e $142,035,602 $121.765,206

Cost oF SALES:

Inventory, Beginning of period . $ 10,557,633 § 9.245.127
Prvehages = o r 115,968,718 100,654,796

i e SR R R ) $126.526,351 $109,899,923

Less: Inventory, mb._ em g MR o Sl RN S M C RO WP e & 9,557,791 10,557,633
Cont ol Salee. s o e e s £116,968,560 $ 99,342,290

5 $ 25,067,042 $ 22,422,916

Gross ' PROFIT FROM SALER. .l ol e s,

OrerATING EXPENSES:

Maintenance and repairs.......... $ 559,536 $ 549,420
Depreciation of equipment and buildings and amortization of HB—.:.cadﬂ-a:_m:: 593,548 400,462

Faxes, otherthap tikes ol INEOMIE ... e e e 536,255 406,082
s ¢ BRI Tt S et s 8 L 569,643 680,601

Store wages, operating, mmum_.u_ and administrative expenses................... 18,290,935 15,620,338
otil OpSERtINE  GRDEDIEn. oot s G T § 20,549,917 $ 17,656,903

PO TROM. PR TIONS e e $§ 4517125 § 4,766,013

Oraer Income AND (CHARGES) :

Rents received $ 116,765 $ 122,636

Profit on sales of securities, property, et . : 37,898 (63.612)
¢ 23,623

Miscellaneous income ..................... ARRE A 1)
Total OEHEE COIME. o i it e e e e St vinns $§ 189,641 82,647
4,848,660

o

PROPTE BEPORE: DIOTRAEET A PRNAR . e, it oo ity Tr il s B ]l $ 4,706,766 $

InTEREST EXPENSE:
IDterest O GEDODII R oo e e s o e s b s b e S $ 102,801 $  108.500
Intevest, othey 0o ie L Ll 139,852 28,558
Debenture discount and premium.. ; y 7,805 8.369
I T o o o O e e S IS AT Y NS I e $ 250,458 $ 145427

Net INcoME BEFORE FEDERAL AND STATE TAXES ON INCOME.........ooooooooooooooe § 4.456,308 § 4,703,233

FeperaL aAxp State TAxes ox INcomE:

Federal income tax.............. i e e N L A L e § 1.622,148 § 1,768,359
S0 THOOIIE RGN i i e R e e e e e s S 101,265 88,527

Total Federal and State taxes on income.....................c.coooiveiineirncen. $§ 1,723,413 $ 1,856,886
N TN GOME e e A ] $ 2,732,895 $ 2,846,347

Note: In accordance with the terms of the issuance of the cumulative preferred stock, $100,000 of the foregoing net earnings
was set aside during the year 1948 for the purchase and retirement of such stock.

wiige
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NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION DECEMBER 31, 1948

Note 1. The Corporation covenants in the indenture that it will pay
to the trustee on each June 15 and December 15, as a sinking fund for the
redemption of debentures, a sum in cash in each instance sufficient to redeem
on the next succeeding interest payment date at the sinking fund redemption
price then in effect the following principal amounts of debentures: to and
including December 15, 1949, §80,000.00; thereafter, to and including Decem-
ber 15, 1951, £90.000.00; thereafter, to and including December 15, 1952,
$100,000.00; and thereafter, to and including June 15, 1958, $110,000.00. The
indenture provides that the Corporation may deliver to the trustee
debentures in lieu of cash.

Note 2. The Corporation covenants in the indenture that it will not
declare or pay or set aside any dividends (other than dividends payable in
shares of capital stock of the Corporation) on any of its capital stock of
any class or purchase, redeem or otherwise retire any shares of its capital
stock of any class or make any other distribution (except in shares of its
capital stock) in respect thereof, or permit any subsidiary to purchase such
capital stock, unless immediately thereafter and after giving effect thereto:

(1) The aggregate amount of dividends declared and paid or payable on
capital stock of the Corporation subsequent to December 31, 1943 (exclusive
of dividends paid or payable in shares of capital stock of the Corporation)
plus the aggregate amount used for such purposes, redemptions, retirements,
or any other distributions subsequent to December 31, 1943, shall not exceed
the sum of (a) consolidated net income subsequent to December 31, 1943,
plus (b) $350,000.00; and

(2) Consolidated net current assets shall be at least equal to 150% of
consolidated funded indebtedness.

No1E 3. In accordance with the resolution of the Board of Directors in
connection with the issuance of the $2.50 cumulative preferred stock, the
Corporation shall not declare, set apart or pay dividends:

(1) Upon common stock:

(a) Until all dividends have been paid on preferred stock.

(b) If the payment of such dividends on common stock would reduce
the ratio of consolidated current assets to consolidated current liabilities to
less than 114 to 1, or so long as the ratio of consolidated current assets to
consolidated current liabilities shall be less than 114 to 1.

(e) If the Corporation shall be in defaunlt in making any sinking fund
or purchase fund payments required for the redempticn or purchase of any
preferred stock.

(d) Out of any capital or surplus accounts, including earned surplus, as
said accounts appeared on the books of the Corporation and its subsidiaries,
as at December 31, 1939, except that the earned surplus account thus
restricted at that date may be reduced by (a) any sum transferred from
earned surplus to capital surplus in connection with the redemption or
purchase and retirement of the Corporation’s $1.37%, cumulative convertible
preferred stock (since redeemed) and (b) the excess, if any, paid on the
redemption or acquisition and retirement of each share of $2.50 cumulative
preferred stock over the gross proceeds from the sale of each share of said
stock (less only underwriting discounts and commissions) and to be
charged to earned surplus. The amount of earned surplus thus restricted
from the payment of dividends at December 31, 1948 was $540,331.22.

(2) Upon any class of stock, so long as any of said preferred stock is
outstanding: 3

Out of that portion of capital surplus which represents the excess of the

gross proceeds from the sale of each share of said preferred stock (less

only underwriting discounts and commissions) over and above its par

value.

Note 4. Options granted to certain employees and officers of the Corpo-
ration are outstanding to purchase before September 4, 1950, 82,408 shares
of common stock at $§4.87Y4 per share. In connection therewith, 12,989 10/20
shares of common stock are reserved for issmance as stock dividends upon
exercise of these options.

Of the options originally issued to employees and officers, 77,592 were
exercised during the years 1946, 1947 and 1948.

The Company has been advised by counsel that these options were not
compensation to the employees, and that, therefore, neither the value of
said options when issued, nor the difference between the option price and
the market value of the underlying stock on their exercise, was taxable to
the individuals as compensation or deductible by the Company as an expense.

In the event the Treasury Department does not acquiesce in this view,
the Company, to protect its position with respect to the deduction by reason
of options exercised during the years 1946, 1947 and 1948, intends to file
amended Federal Income Tax returns prior to the effective date of the
applicable Statute of Limitations, claiming appropriate deductions from its
taxable income as originally reported. The amounts of tax refunds resulting
from such amended returns would be approximately $190,000.00 for 1946,
£40,000.00 for 1947, and $64.000.00 for 1948,

Officers and Directors
Foop Far Stores, Inc.:

ACCOUNTANTS" CERTIFICATE

We have examined the Consolidated Statement of Financial Condition of Food Fair Stores, Ine., and its wholly owned subsidiary companies at
December 31, 1948, and the Consolidated Statements of Earnings and Surplus for the year (53 weeks) then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures

as we considered necessary in the circumstances.

In our opinion, the accompanying Consolidated Statement of Financial Condition and related Consolidated Statements of Earnings and Surplus present
fairly the- consolidated position of the companies at December 31, 1948, and the consolidated results of their operations for the year, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.

Philadelphia, Pa.
February 10, 1949

LAVENTHOL, KREKSTEIN & CO.
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CONSOLIDATED STATEMENTS OF

| Sinancial “Conditior

LIABILITIES AND CAPITAL December 31, 1948 December 27, 1947

CURRENT LIABILITIES:

Accounts payable, trade, ete........ccoooereeeen. $ 2,247,066 $ 2,225.916
Mortgage installments due within one yea e : 59,782 39,342
Debenture sinking fund payments (Notes 1 AT D AN RN e G 162,300 162,500

Accrued liabilities:

Salaries and wages._. 462,823 431,509
Interest on debenture : 42,000 44479
Mol A ONE o o e e e e e e s b 87,480 117,726
$ 592,303 § 593,714
Social security and withholding taxes payable 232,531 264,834
Federal and State income taxes payable (Less $1.000,000 United States A.nnmm_.:.m
Savings Notes, Series C, at December 27, 1947) ... 1,723,414 856.886
Total current liabilities $ 5,017,396 $ 4,143,192
LONG-TERM LIABILITIES:
Notes payable Awnr_unau.urmw. 31, 1948: due May 10, 1950; at December 27,
1947 dme Marel! 38, I1M9) i o e i 2.000.000
Mortgages payable, due after one year (at December 31, 1948: $563.302 not ¥ i ¥ 9,000000
assumed ; at December 27, 1947: $567,300 not assumed) ... 698.686 631.890
Fifteen year sinking fund debentures 314 per cent due February 1, 1959, net of ¢ T
$160.000 principal amount of debentures to be retired ::.oumr sinking fund
in 1949 included in current liabilities (Notes 1 and 2) ... 2,645,000 2.805.000
'Total longaerm: Habilition. . b s $ 5.343.686 § 8,436,890
Total liabilities ......... $10,361,082 $12.,580,082

CAPITAL:
Capital Stock:

Cumulative preferred, par $15.00, authorized 193,815 shares (specific prefer-
ences determinable upon »Eu-.oqn_m of issue) of which 48 ,815 shares were
issued; outstanding: at December 31, 1948, 42,345 shares; at December 27,
1947, ?m 061 shares; dividend $2.50 muﬂnwzw. redeemable at $53.00 per share;
entitled to $50.00 per share in involuntary liquidation (Note 3)......... sl $ 635175 $ 675,915

Common, par $1.00, authorized 2.500,000 shares; issued: at December 31,
1948, 1,842,769 m\mc shares; at anﬁurnﬂ 27, 1947, 1,730,109 5/20 shares

Asn_nmsn scrip certificates) (Note 4). e H.E__.uu:: 1,730,109
SurpLUS:

il et e e e s $ 5,391,100 $ 4,573,217
Earned surplus:

Appropriated for retirement of preferred stock ... . $ 575,125 $ 475,125

Unappropriated 5.435,051 4.517,862

$ 6,010,176 $ 4,992,987

Potal eapitalis e iiaie e b RN $13.879,221 $11,972.228

Total Habilities-and capital o r i o : $24.240,303 $24.552.310

tatement of Financial Condition and should be read in connection therewith.
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Food Show Tent at new Food Fair supermarket attracts throngs Radio program is broadcast from new Food Fair supermarket

Carnival show at Food Fair provides New Look Television, most modern communications science, promotes Food Fair
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Picnic furnishes fun for Food Fair employes Sports build sound limbs, alert minds

Store employes celebrate courtesy award New cafeteria for employes fills long felt need

S s

. il =

oD ABC COURTESY Chomaim
MW’F STORE zo._.M.L.“




PENNSYLVANIA

FLORIDA

>
"4 wl
o b+
O
> o
3 3
w i
z z

Jersey City (3)




The information and data herein are solely for
the benefit of stockholders and are not a represen-
tation, prospectus or cireular in respect of any
stock, note, debenture or security of any corpora-
tion, and are not transmitted in connection with
any sale or offer to sell or buy any stock, note,
debenture or security now or hereafter to be issued,
or in connection with any preliminary negotiation
for sale or purchase thereof.






